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CHAIR

2003 year of Apfil, 24th day, p.m., on page 3 about
halfway down, No.r5.
HOKAMA: Okay. Thank you very much.

Before Qe take up Mr. Kane's one last time
regarding -- from the Chair, any other requests

under CIP as it relates to the handout Qf 4/23/03,

-8:00 p.m.? Okay. Seeing none, we will‘léave this

portion and move on to the consideration by Mr. Kane
which he has put forth under page 3 of the budget
worksheet document, version 3, page 3, Item No. 5.

Mr. Kane.

COUNCILMEMBER KANE: Thank you, Mr. Chair. And as I

stated earlier, I believe a request for a proviso
which I am supportive of putting on the floor for
discussion and looking for favorable consideration
of this body, 1 million to the Maui Coastal Land
Trust for purchase -- to complete the purchase of
the Waihee Dairy site. And I believe earlier in the
testimony Mr. Bonar, the Executive Director, was
asked to confirm that all other matching funds are
in place and ready to be executed and with ﬁhis $1
million and with the -- the final details being
worked out with the Corporation Counsel on the legal
end andvthe Administration, that this deal can bé

completed. So I ask that we consider this
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CHATIR

favorably.
HOKAMA: Okay. Thank you very much.

Mr. Carroll.

COUNCILMEMBER CARROLL: Thank you, Chair. I also support

CHAIR

this. 1It's another great opportﬁnity to acquire one
of the sites that has so much historical value that
it would just be a crying shame to lose it.
HOKAMA: Thank vyou.

Mr. Kane, if you would please for the
Committee's information again, if you would restate
the amount of acrés involved wiﬁh'the Waihee Dairy

purchase consideration.

COUNCILMEMBER KANE: Oh, gosh. 277. Thank you. 277

CHAIR

acres, Mr. Chairman.

HOKAMA: Okay. Members, I just asked Mr. Kane
because this is a very sizeable consideration for
the amount of money that is being requested.

Any other comments, Members? Ms. Tavares.

COUNCILMEMBER TAVARES: Yes, Mr. Chair. I fully support

ﬁhis proviso.’ I think that we cannot miss this
opportunity. They are so rare, those opportunities,
large chunks of land with such value become
available at such a -- a price. And I think the --
the partnerships that have been formed show that

this organization has been sincere and worked very

RALPH ROSENBERG COURT REPORTERS, INC.

(808) 524-2090



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BF 4/24/03 217

diligently to hold up fheir end of the bargain. And
I think that we should support them by contributing
what we had said we would consider to contribute a
year or two ago. Thank you.

CHAIR HOKAMA: Thank you.

Mr. Pontanilla.

COUNCILMEMBER PONTANILLA: I am supporting this proviso,
also. The only question I have here is the
obligation for Maui County would be only that $1

- million?

CHAIR HOKAMA: No, sir. The request from the Maui Coastal
Land Trust of the County of Maui is $2 million.

What is already in this Committee under another item
is the Fiscal Year 2003 $1 million appropriation for
land acquisition. This item would add the second
million dellars that would, I guess, fulfill the
County of Maui's participation to the purchase of
the 277 acres.

COUNCILMEMBER PONTANILLA: Thank you. So there is $1
million from '03 budget?

CHAIR HOKAMA: Correct. That sits in this Committee.

" COUNCILMEMBER PONTANILLA: Okay.

CHAIR HOKAMA: That this Committee would need to authorize
for Council approval. So, yes, this Committee has

jurisdiction right now over I guess the life or
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death of this project.
COUNCILMEMBER PONTANILLA: Thank you.
CHAIR HOKAMA: Okay. Ms. Tavares.

COUNCILMEMBER TAVARES: Yeah, one more question. I think
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we asked the question yesterday or last night, is it
permissible to use these funds as a grant to an
organization, or should we be wording this so that
it's a grant for so we have flexibility to pay

direct or through an organization?

CHATIR HOKAMA: Okay. Before I ask Corporation Counsel for

comments, Mr. Nishiki, any comments at this time?

Mr. Molina.

COUNCILMEMBER MOLINA: Yeah. Thank you, Mr. Chairman. I

have to get something off my chest. I don't know,
maybe it's because I sit next to my esteemed
colleague from Kihei, but with regards to these land
purchases that we have been looking into recently, I
know for some people out there it might be‘maybe a
bitter‘pill to swallow because it is pricey, T mean,
let's face it, it's a lot of money, but, you know,
part of preserving Maui's essence, this is -- this
is all part of that process to try and preserve the
open space. The purchase out in Waihee, there's a
cultural -- potential cultural value and there's a

great vision for having this be a site for not only
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tourists, but also an educational area for our
future generations. And Ukumehame is a place where
it's the corridor to West Maui where you havevboth
businessvpeople and residents alike who are looking
forward to that area opening up some day. And it
may be a bit bitter at this time to swallow, but I
believe it's going to be -- How shall I put it?

When we're all old and decrepit, we'll all look back
and say we did the right thing.

CHAIR HOKAMA: Excuse me?

COUNCILMEMBER MOLINA: Maybe that wasn't the appropriate
chQice of words, bqt when we're -- Maybe when we're
gone and our future will look baék and say, you

- know, our ancestors did the right thing by doing
what they could t§ preserve the essence of Maui.
Thank you, Chairman.

COUNCILMEMBER TAVARES: You're going to tell them how
much? \

CHAIR HOKAMA: The gene pool surprises me.

COUNCILMEMBER TAVARES: TIt's about 200 an acre.

CHAIR HOKAMA: Mr. Mateo.

COUNCILMEMBER MATEO: Thank you, Mr. Chair. Unlike my
decrepit colleagué on the side, the Waihee Dairy
purchase is perhaps one of the most significant

Hawaiian cultural sites we have on this island and I
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- think we -- it's our obligation as stewards of the

land to do all we can to protect such sites. And I

will be supporting the -- I guess the proviso.

CHAIR HOKAMA: Thank you.

Ms. Johnson. Ms. Johnson.

COUNCILMEMBER JOHNSON: You know, it's wonderful to see

how, you know, even in the face of adversity, we
still maintain our sense of humor. 2And I think that
is the testament, really, to the spirit of the
people of Maui and I just -- you know, for many of
the people who may -- you know, I don't know if this
is on television or not, but, you know, for anybody
who at some later time views this, I really believe
that the people who have dedicated themselves in the
community have really done it for all the right
reasons. And there are many of them sitting in back
of us right now who have -- just like really .
sweating it out because they know that we have some
really hard decisions to make.

And much Qf what we do today is, as other‘
members have said, it's not for us,vit's for the
future. And I hope that séme day people do look
back at the way this community -- not just us, but
the entire community has come together to fund

raise, to'support, to form the Maui Coastal Land
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Trust, to form all thése nonprofits to take such
good care of the peopie and the land. And I think
that the Waihee Dairy is just a wonderful; wonderful
testament to that. So I just totally support it.
And I know a lot of people do. And I just wish we
had all the money in the world to buy all the
properties out there that are so beautiful that we
would ail like to have preserved for future, but we
do what we can. And I thank the other members aﬁd
the people in the audience, too, that are sitting
back there as our little peanut gallery. Thank you.

CHATR HOKAMA: Okay. Thank you.

Mr. Pontaﬁilla.

COUNCILMEMBER PONTANILLA: Just for the members'
information and the aﬁdience, it's going to cost us
$7,220 an acre, which is dammed cheap. Thank vyou,
Chair.

CHAIR HOKAMA: Is that just our share?

COUNCILMEMBER JOHNSON: That is our share.

CHAIR HOKAMA: It is our share.

Okay. Members, before I provide you
additional comment, I will take a short recéss and I
will be in conference with Mr. Moto and then the
Chair will report back to you. We'll stand in

recess for 10 minutes. (Gavel.)
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RECESS: 9:35 p.m.
RECONVENE: 9:53 p.m.

CHATR HOKAMA: (Gavel.) Thank you, Members. We shall

reconvene this meeting this e%ening.

Prior to the recess we had a consideration
from Mr. Kane regarding page 3 of the reviséd
worksheets 6f budget adjustments under No. 5 under
Countywide costs. Mr. Kane has put forth a request
to -- to add a proviso or provision of how those --
how part of those funds would be utilized for the
purchase of the Waihee Dairy land acquisition
Qonsideration.

At this time, after consultation with Mr.
Moto, Corporation Counsel, I will be recommending
that that not‘be considered by this Committee. And
that if you -- we wish, Mr. Moto is available to
provide comments regarding this, this request.

Mr. Kane.

COUNCILMEMBER KANE: Yes, Mr. Chairman. I think it would

be appropriate for us to have an explanation by Mr.
Moto explaining the situation with respects to this

request.

CHAIR HOKAMA: Okay. Mr. Moto, if you would please, in as

laymen's terms as possible.

MR. MOTO: Yeah, Mr. Chairman and Members, I'll make three
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points, three brief points. The first to explain
why the propésal was made by a member to, for
example, proviso the appropriation, the 1 percent
appropriation to the open space fund is probably not
a —- 1s probably not the best or -- approach to
take. And the third point I will make will address
a possible alternative solution.

And the first two things I want to say is
that the -- as we speak, of course, the open space
fund does exist, it was created by the Charter,
however, it has no money in it, zero. And it will
continue to have no money in it until the start of
the new fiscal year in FY '04 July. So for the
County to -- at this point to sort of start, in
effect, making appropriations out of that fund is
premature because there's nothing in there as we
speak and there won't be any appropriations in it
until the July 1lst when the new budget takes effect
and you'll have an appropriatioh authorizing the
transfer of up to -- of I think it's approximately
1.1 or more million dollars into that fund.

The second point I want to make is there
is == it is arguable that the practice of provisoing
that 1 percent annual appropriation of real property

tax revenues is not a good practice because it could
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be argued that it's a kind of frustration of the
intent and purpose of the fund, which was designed
to provide new monies, additional monies on an
annual basis which would build up over time, become
available for land acquisition,'and be in addition
to, but not'necessarily displace normal
appropriations:made fof land acquisition.

If the Council were to appropriate the:
required 1 percent to the fund, but in effect
predesignate where those monies were to go and forﬂ
what purposes, it could be argued that, in effect,
you're not really transferriﬁg 1 percent to the
fund, you‘fe really already diverting those moﬁies
to other purposes. And the fund will -- If you did
that each year, fér example, the fund would ne?er
build up because all the monies that WOuld ever wind
up in the fund would‘be already predesignated to be
spent on -- on projects, acquisitions that have
already been identified.

My =-- What I'm saying here is not that land
acquisitions like the one involving Waihee are
not -— are not the type of projects meant to be
benefited by the open space fund because open space
fund was meant to address needs such as those. Tt's

just that at this time it's premature. The Council
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will have opportdﬁities in future once the fund
exists and once it has been funded in order to make
appropriations out of that fund for acquisitions
that come -- become available.

Having said all of that, Mr. Chairman, I
am -- I was reminded by staff and others that there
is already in the Budget Committee, eﬁcuse me,
another -agenda item relating to -- specifically to
the Waihee acquisition. And my understanding is

that before departing office, Mayor Apana had

certified s1 million in additional cash revenue.

That matter is still pending before the Budget
Committee and that -- those monies, once certified,
remain available. And the Committee has not taken
action on it yet. So my suggestion would be for the
Committee to consider taking action on that matter
first. And that means that you will not have to

wrestle with the '04 open space appropriation.

CHAIR HOKAMA: Thank you, Mr. Moto.

Questions, Members? Mr. Kane.

COUNCILMEMBER KANE: Hearing that, Mr. Chair, I request

for the withdrawal of the —-— of the request from

further consideration and that we can move forward.

CHAIR HOKAMA: Okay. Thank you.

I would recommend, Members, that if this
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Committee stili %eéls strongly about the Waihee

Dairy purchase, that we can very clearly and
detailedly state in the Committee's report to the
Council that it views the Waihee Dairy purchase land
acquisition as a very worthy project for |
consideration in the near future that could utilize
the funded land -- open space land acquisition fun&
in the future. And that we make a statement of --—
of what abilities would be qualified for use. And
normally the Committee report states clearly intent.
or brings definition as part of the legislation that
this Committee puts forward. So that is another way
of Stating intent without actual legislation.

Ms. Johnson.

COUNCILMEMBER JOHNSON: Yes, Mr. Chair. In regard to what

Mr. Moto just spoke about, what would the next, I
guess; move be on the part of the Council -- or on
the part of this Committee, anyway, and your
recommendation as to dealing with the last statement
that Mr. Moto made with regard to the existing
money? Would -- That would be a separate hearing, I

gather?

CHAIR HOKAMA: Regarding the --
COUNCILMEMBER JOHNSON: The existing million dollars.

CHAIR HOKAMA: What would be required is that this
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Committee would need to post an agenda item of the
specific budget number for public review. We would
have our discuséion as an agenda item, and the
Committee will take action. Preéent that action to
Council for adoption and approval, and then the
monies would be made available for use. And if we

provide it as a grant to an organization, then the

organization would be, I would say, available to

‘provide the proper, I guess, written agreements and

documentations to receive the funds, and then it
will be an administrative function they would

receive.

-

COUNCILMEMBER JOHNSON: I don't khow, I can't speak for

CHAIR

anyone else, but if there is any way that this could
be moved forward once we finish the budget and once
your schedule and our schedule becomes a liftle bit
more free, I would really love to see that move
forward because I really do believe that's going té
be important. And I know it's important to a lot of
people. So that would‘bé my -- my wish, Mr. Chair.
HOKAMA: Okay. Thank you very much.

Any other comments, Members? If not, we

thank Mr. Moto for assisting the Committee with this

regards this evening.

Okay. Members, anything else with the CIP or

RALPH ROSENBERG COURT REPORTERS, INC.

(808) 524-2090



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BF 4/24/03 : 228

portions of this budget? Seeing none, Staff, is
there anything that you need to b;ing forward to the
Committee at this time?

I would ask if fhere is any member thaf would
like to bring forward any consideration before we

end this evening's meeting? Mr. Kane.

COUNCILMEMBER KANE: Thank you, Mr. Chairman. I have

distributed to you, Mr. Chairman, and to the members
a memo dated April 24th, 2003 with the subject Real
Property Téx Rate. And, Mr. Chair,’with your

permission, I would like -- I would like to read it,

read it into the record.

CHATR HOKAMA: Okay. Proceed, Mr. Kane.

COUNCILMEMBER KANE: Thank you, Mr. Chairman.

And this -- this memo I will go ahead\and
read verbatim. vAnd it starts: Individualé,
partnerships,‘and companies that own multiple
parcels of real estate in Maui counties -- in Maui
County are businesses. They are commercial
enterprises and should be taxed on that basis.

Under the County's current tax structure, these
investors (who héve generally done exceedinglyrwell
in recent fears) are effectively being subsidized by

other businesses that are taxed at much higher

rates.
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Therefore, I intend to propose the tax --
that the tax rates for the categories of unimproved
residential, improved residential, and apartment be

raised from $4.93 to $6.75 per thousand dollars of

- assessed value. This would generate nearly $11

million of new revenue largely from out-of-state
real-estate speculators and other high-income firms
and individuals. I am confident that this
relatively modest increase would not dampen the
appeal of Maul County real estate to serious
investors.

I am concerned about how the proposed tax
increases will impact renters. Upon careful
consideration, however, my conciusion is that this
proposed increase would not be likely to result in
higher rent costs for the vast majority of apartment
dwellers. Lease rents are primarily determined by
the market forces of supply and demand. Most
landlords who are concerned about maximizing profits
already charge the highest rent that the market will
bear; this tax increase would thus be taken out-of
the landlords' profits and not passed on to the
renters.

Also, please note that for an apartment with

an assessed valuation of 150,000, the annual tax
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increase would be about ;— excuse me, only about S
$300. - This equates to about $25 per month. So even
in cases where landlords are able to pass increased
costs to their tenants, the rent increases are not
likely to be particularly large.

Still, because of my concern about potential
effects on the rental community, I intend, Mr. Chair
and Members, to propose that some of the new revenue
to be realized from this tax increase be
appropriated for rental-assistance programs.

Mr. Chair and Members, the letter -- the memo
continues on the back side starting with: The new
fevenue would also allow the Council to cut tax

rates in other categories. I intend to propose tax

cuts for the two classifications_from which the

- County receives the most of its revenue, Hotel and

Homeowner5 Specifically, my proposal is to decrease
the Hotel rate from $8.30 to $8.00 and the Homeowner
rate from $3.63 to $3.50. And although it'é not
stated here, that represents about a 3.6-percent tax
reduction for both Hotel as well as for Homeowner.
The prdppsed decrease for hotels is intended to
partially compénsate for fhe other new financial
burdens they will likely face in Fiscal Year 2004

and beyond in the form of increases in various
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County fees. The proposed decrease for homeowners
is intended to provide some relief to families
struggling to make ends meet and to provide some
economic stimulation by providing families with
additional disposable income.

The tax decreases would result in only about
a $2-million revenue loss. |

The cumulative effect of my proposed tax rate
adjustment would be almost a 9-million revenpe'gain.
And more -- more closely represented on an
attachment, Members, it's about $8.8 million.

Depending on the tax -- Excuse me. Depending
on the level of expenditures that are agreed upon,
this revenue enhancement may actually allow us to
consider tax rates at even a lower level than
proposed above, and'perhaps include other tax
classifications.

Please find -- Please find attached a
breakdown of the estimated real-property-tax revenue
to be generated under this proposal.

Thank you for your consideration of this
proposal. And I would be pleased to answer any
questions you may have.

And as, Members, you can see, there is an

attachment that provides you with the proposal that
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I would likeifo offe: at this time, Mr. Chairman and
Members, to this -- to this body.

Now, keep in mind, Members ——1And I would
jJust like to -- to highlight some points -- is that
this is just a proposal kept within the context of
avoiding shifting around existing ménies and
considering placing burdens —-— taking burdens off
some people‘and shifting them on to other people.
And when I say that classifications within our
taxing system, this is new generated money and I
believe it's money that's being generated from what
we have' heard in the community over the yéars are
people who-it's been reflected that some peéple
don't feel that they're paying their fair share.

This is just a proposai, Mr. Chairman, and
now we have -- or we're at least a lot closer to
realizing where we are at as far as what our
expenditure versus what our revenues actually are in
the budget, since we have gone through, and so this
number that is realized, $8.8 million, should show
some —- some excess and 50 actually the numbers
could actually be reduced.

And so at the final portion of the letter
where it talks about additional classifications

being impacted, the intention that I had was to not
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only then reduce/the ones that were originally
increased, but include in the reduction the
commercial industrial claésifications as-well. That
would -- that would result in a total of four
classifications potentially”having reduced taxes and
threeAclassifications looking at increased taxes.
And it's basically a structural change of our tax
system. |

We ére looking at an annual budget,er.
Chairman, and this provides, I believe, some
immediate relief to the perception that we are short
of money. And there is no intention with this

proposal for us to now go look how we can go spend

‘the money. This is -- And that's why I think it's

appropriate thaé you allow us at this time, after we
have gone through and we've made'our decisions, to
look at working numbers. This, I bélieve, will
allow us to perhaps look at, A, if wé can,-and it
will depend on -- I depend on the expertise of --
and the wisdom and expertise of your staff, to make
any adjustments to the bond appropriation. And it
provides us to consider -- consider the overall
effect on -~ on property taxes and how they are
appropriated here in Maui County.

Thank you, Mr. Chairman, for this opportunity
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CHATIR

to make this proposal. And, again, I would be more
than happy to answer any questions that the members
may have.

HOKAMA: Okay. Thank you very much, Mr. Kane. I
beliéve the last time the Council considered a rate
increase we took a very across-the-bodard approach by
an equal percentage of all categories. This is a
definitely different approach. And I think like
this Committee this term as well as in other terms‘
have discussed some of the inequities that we have
heard and we have viewed in the generation of
revenue from the nine different PITT codes. I would
say on a cursory look, Members, while this would
provide us with additional funds, of course the
concern under the Apartment category would be the
impact on the renters themselves, especially those I
have heard from from this Committee floor regarding

those with definitely fixed income or gross income

. levels that are maybe below certain standards.

There definitely needs for us to -- fér us to
contemplate this consideration as well the
coﬁsideration that Ms. Johnson worked hard in
presenting that has also nine different variations.
SO seeing what you have before you, Members, I will

say we will utilize after we adjourn some of the

[

RALPH ROSENBERG COURT REPORTERS, INC.

(808) 524-2090



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BF 4/24/03 235

time this evening as well as tomorrow to make our
reviews, considerations and comments.

What I would say that I have been thinking
about for some time, and I may have shared with some
of you individually,‘is my concern for renters. And
I will toss it out to you now for you to think about
because of always our concern that the costs will be
passed on, if you believe that -- And we'll use
maybe Mr. Kane's'example that we will shift an
increased revenue requirement to Apartment and we
will view Apartment as a commercial use, then how
would we not be comfortable knowing that that would
not always be an additional increase passed on to
the renter who's already having difficulty? One of
my ideas then would be, Members, is‘that -— 1t would
take some administration, but you would have the
reﬁter possibly sign some kind of affidavit or bring
a certified tax return of the previous year, fill
out a County form, have the owner 6f the apartment
or landlord or lessor certify it, they would provide
it to the County Finance Department and the renter
would get a tax rebate or a rental subsidy which in
turn is how the apartment owner through the big
revenue =~ would in turn assist the renter back

and you would give the relief to the renter that
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gets impactéd by the rates.

So that 'is another twist I throw to you. I
have been thinking about this for a while. If you
are concerned about those that have least to pay and
that may be a way to do it. But it is, again, a
proposal, Members. I would say we need to study
this.

I thank both Ms. Johnson and Mr. Kane for
presenting these proposals to us.

Any other comments, Members? Ms. Johnson.

COUNCTLMEMBER JOHNSON: T Just wanted to thank actually

Mr. Agsalog and his staff who basically when I asked
them what I was looking for were kind enough to
reélly prepare these different scenarios sé that the
members of the Committee would be able to look and
just actually see when you raise one penny across
each category equally, as well as other scenarios,
what would actually happen to the financial impact.
And I thought it was very interesting that if you
raised one penny across the entire Spectrum, it
would produce $198,704 worth of revenue for one
penny. And that -- I mean, just from the
perspective of lodking at .the number and saying
that, you know, that somebody says they want your

two cents worth, you know, if you multiply it
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CHAIR

enough, it reélly does have an impact.

So I just want to thank Mf. Kane also'for
coming forward because I think it shows -- and Ms.
Tavares and other members who have put out their
proposals, I really want to thank them because the
staff members helped many of us. Some of them
worked way beyond, you know, their normal working
hours, and I just really appreciate that. And T
know that Mr. Agsalog has been here with us, also.

So these are suggestions. We are putting ogr
creative energy to work with the assistance of -- of
our staff members and even people from the
community. So I have received a lot of creative
suggestions. I have some others which I don't know
if you want to go over them tonight or just save
them for tomorrow, but --

HOKAMA: I would prefer, Members, that you get as
much reét for the balance of the evening. Tomorrow
the march and marathon will go till we reach
eventual conclusion. And so I prefef you to have as
much as rest this evening as possible, and to
contemplate and tﬁink about the proposals which I
thank Fhe members for producing and having us
consider.

Okay. Ms. Tavares.
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COUNCILMEMBER TAVARES: Mr. Chair, thank you. And I

CHAIR

appreciate the other -- the membersbhaving proposals
and both are creative in their own light. And I
would really like to sleep on it, starting now. I
would rather wait until I get to home. But I really
am thanqul that there are some proposals that have
come out that we can think about and some pretty
unique ones from what we have heard in the past, I
have to admit that. Thank you.

HOKAMA: Okay. Any other comments before the Chair
makes his closing comment and adjournment? Seeing
none, Members, I will just séy thét while we do have
these pfoposals that Ms. Johnson and Mr. Kane did
present, it would just, if anything, provide us some
flexibility and addéd some time because I am |
convinced that we will need to.do a complete review
of the property tax structure. After this budget
session we will need to definitely look at how we
will bring fairness in the equity area of
assessments. Your tax rate means only one thing,
it's only half of the equation. And until we get a
grip on asseésments and the fairness of assessments
through all PIT categories, we will not be able to
accomplish fair and equitable taxation.

So saying that, Members, if there's no other
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announcements, be prepared, tomorrow is the day.
Clear your Saturdays, if need be. And I thank you
for your participation. This meeting is adjourned.
(Gavel.)

COUNCIL MEMBERS VOICED NO OBJECTIONS.
ACTION:V DEFER pending further discussion.

ADJOURN: 10:22 p.m.
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